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According to members of Latin American delegations attending the annual joint International
Monetary Fund (IMF)- World Bank meetings in Washington last week, some of the "new" proposals
for resolving the debt problem mentioned by US Treasury Secretary James Baker had been
introduced long ago by Latin America. In interviews with the Agence France Presse on Sept. 30,
officials from the region mentioned Baker's statements on the necessity for flexibility in IMF policies,
and the creation of a contingency fund to compensate debtor nations not only for falling export
revenues, but also for interest rate hikes, and the effects of natural disasters. AFP's Latin American
sources said that years ago they had demanded precisely these changes in IMF policy to make
allowances for factors beyond their governments' control. Baker also suggested that commercial
banks' loan disbursements to debtor nations should be detached from scheduled disbursements
by the IMF. In this way, he said, Latin American financial needs could be met in a less disruptive
manner without often unnecessary delays. The Latin American delegates told AFP that this
suggestion was another example of a longstanding demand by several regional governments.
According to Ernesto Feldman, Argentina's executive director at the IMF, these aspects of Baker's
speech were positive. He said that new items in the menu of options mentioned by Baker to facilitate
negotiations with the banks, were very similar to those submitted by Argentine Economy Minister
Juan Sourrouille in discussions with the IMF's policy-making Interim Committee. Feldman said
that for Latin America, greater flexibility in IMF practices is extremely important. Of particular
interest, he added, is the extension of the Fund's evaluation periods from three to six months.
Under current procedures, a government entering into an agreement with the Fund is subjected to
evaluations at three- month intervals. If the IMF determines that the government in question has
failed to meet preestablished fiscal, monetary, and/or balance of payments targets, stand-by credits
as well as commercial bank disbursements are often put on hold. Latin American officials claim
that in addition to being extremely disruptive, the three-month period is simply not long enough to
accurately judge the effects of government policies. Moreover, they say, the distortions in domestic
and external accounts caused, or exacerbated, by respective foreign debt burdens, can be remedied
only in the long term. (Basic data from AFP, 09/30/87)
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